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Coil 
OUR  FOREIGN  TRADE  AFTER  THE  WAR 

A   NEW  OBJECTIVE 


A  Proposal  for  Expansion 

BY 

DAVID  LUBIN 

Delegate  of  the  United  States 

INTERNATIONAL  INSTITUTE  OF  AGRICULTURE 
ROME 


The  Potential  Possibilities. 

In  viewing  the  prospects  for  national  progress  it  is  all  a  question  of  getting  the 
right  focus,  the  right  perspective.  Before  the  war  a  billion  dollars  was  considered 
a  Very  large  sum.  Now,  thanks  to  the  liberty  bonds  and  the  war  costs,  we  have 
become  accustomed  to  calculating  in  terms  as  high  as  five  billions,  and  presently 
our  calculations  may  with  continued  progress  be  in  terms  of  ten  billions,  and  in 
time  they  may  even  reach  the  twenty  billion  dollar  mark.  And  it  is  open  to  us  to 
reach  these  high  objectives  if  we  but  develope  the  potential  possibilities  for  enlarg- 
ing our  foreign  trade. 

Please  observe  ;  it  needs  no  elaborate  argument  to  show  the  economic  advantage 
of  steam  and  electric  power  and  machinery  over  hand  labor ;  how  vastly  these  mul- 
tiply production,  how  effectively  they  displace  hand-made  goods.  And  yet,  by  far 
the  greater  part  of  the  world  is  still  producing  its  goods  by  hand-labor.  And  right 
here  is  our  opportunity.  We  should  do  all  in  our  power  to  displace  these  hand- 
made goods  by  machine-made.  By  so  doing  we  should  build  up  a  very  large  foreign 
trade,  a  foreign  trade  which  would  rapidly  enable  us  to  jump  from  the  billion  dollar 
mark  to  the  five  billion  mark,  and  from  that  to  the  ten  billion,  yes,  and  to  the  twenty 
billion  dollar  mark,  and  so  on  higher  and  ever  higher. 

But  how  displace  ?  Shall  it  be  by  pushing  our  goods  through  the  means  of 
commercial  travellers  with  their  sample  trunks  ?  We  have  tried  that,  and  so  have 
the  Germans.  We  made  but  little  progress  ;  the  Germans,  however,  managed  to 
rake  in  about  all  the  foreign  trade  that  could  be  had  that  way  ;  indeed,  it  was  the 
profit  on  this  trade  which  enabled  them  to  build  up  their  vast  military  establish- 
ment. 


The  Obstacles  in  the  Way. 

As  I  pointed  out  in  a  former  paper  on  this  subject  ("  Atlantic  Monthly  ",  De- 
cember, 1918)  the  greater  part  of  the  world  is  still  of  the  non-progressive,  static 
order  ;  hence  the  reluctance  to  take  kindly  to  things  it  is  not  accustomed  to.  Then 
there  is  the  diversity  of  .the  tastes  and  styles  of  the  various  ethnic  groups  com- 
posing the  nations  of  the  Old  World  which  renders  trade  from  standard  patterns 
exceedingly  difficult.  It  therefore  requires  much  patience  and  no  little  ingenuity 
to  build  up  a  market  in  those  fields. 

From  time  to  time  the  American  or  the  British  commercial  traveller  appears  on 
the  scene,  exhibits  his  samples,  and  in  the  usual  business-like  way  calls  for  orders. 
The  German  trader  on  the  ground  is  not  disconcerted  a  bit,  for  he  knows  by  expe- 
rience that  these  travellers  will  receive  no  orders.  The  American  commercial  tra- 
veller's rush  for  orders  is  much  like  a  skirmish  ;  the  German  makes  of  it  a  siege. 
The  American  runs  in  and  runs  out  of  a  given  territory,  quite  often  without  any 
Orders  ;  the  German  stays,  holds  on,  and  squeezes  out  all  the  business  to  be  had. 
It  thus  comes  to  pass  that  the  German  is  master  of  the  situation.  He  knows  how 
to  curry  favor,  how  to  knuckle  down,  how  to  cave  in.  In  fact,  he  is  protean  and 
eel-like  in  his  suavity,  master  of  the  art  of  ingratiating  himself  with  a  customer. 
And  for  all  these  reasons  the  German  merchant  is  able  to  build  up  and  substantially 
hold  the  said  markets  all    to  himself. 

There  is,  besides,  another  point  for  consideration.  We  have  been  repeatedly 
told  that  in  Germany  the  fostering  of  foreign  trade  was  broadly  given  the  right  of 
way.  That  is  to  say,  if  an  industry  was  started  which  the  Government  thought  de- 
sirable to  push  forward  all  obstacles  in  its  way  were  brushed  aside.  If  an  item  re- 
quired it,  it  was  given  special  subsidies  and  privileges,  special  transportation  rates, 
special  fiscal  advantages,  special  diplomatic  and  consular  services  ;  and  if  an  exist  - 
;  ing  law  stood  in  the  way  that  law  was,  in  that  instance,  set  aside. 

Now,  would  we  be  willing  to  do  all  these  things  ?  Could  we  do  them  even  if 
we  wanted  to  ?  Do  we  not  see  that  only  under  an  autocracy  is  it  permissable  to  do 
what  Germany  has  done  to  foster  foreign  trade  ?  Do  we  not  see  that  such  things 
are  not  permissable  under  a  stable,  constitutional  democracy  ? 

Another  Approach. 

But  even  with  it  all  the  German  just  about  managed  to  skim  the  surface,  for 
the  high  possibilities  in   foreign  trade  are  to  be  reached  by  another  approach.. 

The  following,  then,  is  a  brief  outline  of  that  approach.  It  is  submitted  with 
some  diffidence  for  I  fear  that  at  first  reading  it  may  be  set  aside  without  further  ado, 
as,  on  the  face  of  it,  it  may  seem  paradoxical.  Usually  business  seeks  to  avoid 
competition,  whereas  this  proposal  seems,  at  first  glance,  to  go  out  of  its  way  just 
to  promote  such  competition.   But  due  consideration  will,  I  believe,  win  for  it  assent. 

Briefly  then,  the  approach  is  through  the  up-building  of  manufacturing  centres 
with  their  factories  in  the  countries  where  it  would  be  an  economic  advantage 
to  replace  hand-made  by  machine-made  goods.  Such  factories  should  be  under 
local  ownership  and  direction.  Docal  ownership  and  direction  would  soon  over- 
come the  prejudice  against  change  from  hand-made  to  machine-made  goods,  and 
would  likewise  overcome  the  obstacles  due  to  diversity  in  tastes  and  styles. 
Then  again,  the  employment,  at  a  higher  wage-rate,  of  local  labor  in  the  factories 
would  soon  overcome  the  economic  hostility  to  which  imports  of  manufactured 
goods  would  tend  to  give  rise.     And  finally,  while  the  importation  of  manufactures 
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is  usually  hindered  by  clamors  for  a  high  tariff,  no  such  hindrance  is  placed  in 
the  way  of  the  importation  of   raw  materials  required  for  home  industries. 

But  how  could  such  manufacturing  centres  with  their  factories  be  built  up  ? 
Would  local  initiative  suffice  ?  No,  it  would  not  ;  the  potentialities  may  be  there 
but  they  will  have  to  be  awakened,  supplemented  by  American  co -operation  ;  by 
American  capital,  by  American  genius,  b\  American  skill,  and  trained  under  Ameri- 
can expert  guidance.  And  right  here  is  our  opportunity.  We  should  make  it  our 
business  to  take  a  hand  in  building  up  such  factories  and  in  directing. and  supervis- 
ing them  until  local  labor,  local  direction,  and  local  management  become  sufficiently 
competent  and  expert  to  run  them. 

A  Much  Larger  Net  Return. 

And  right  here  the  question  arises  why  should  the  American  people  go  out  of 
its  way  to  engage  in  the  task  of  helping  to  build  up  industries  in  foreign  countries  ? 
Should  we  not  be  building  up  competitors  who  would  not  only  be  likely  to  spike  the 
guns  of  our  foreign  trade  but  who  might,  in  time,  even  throttle  us  on  our  home 
markets  ? 

At  first  glance  this  would  seem  to  be  the  case,  but  some  reflection  will  show 
that  there  is  little  to  fear  from  the  legitimate  competitor.  For  instance,  the  most 
forceful  competitor  of  the  United  States  is  Great  Britain,  and  the  most  forceful  com- 
petitor of  Great  Britain  is  the  United  States  ;  yet,  notwithstanding,  the  United  States 
is  Great  Britain's  biggest  customer,  and  Great  Britain  is  the  biggest  customer  of  the 
United  States. 

In  countries  where  we  now  have  but  an  insignificant  volume  of  foreign  trade  the 
proposed  plan  would  undoubtedly  create  a  steady  demand  for  our  money,  our  car- 
riage, our  raw  material,  our  "findings",  our.  semi  -manufactured  articles,  our 
machinery,  etc.  All  this,  taken  in  the  aggregate,  would  ensure  a  very  much  larger 
volume  of  foreign  trade  and  would  yield  a  very  much  larger  net  return  than  is 
possible  through  the  sale  of  manufactured  goods  under  the  sample-trunk  system. 

Of  course  the  proposed  net -work  of  factories  could  not  be  expected  to  spring 
up  of  a  sudden,  like  Minerva  fully  armed  from  the  head  of  Jupiter,  complete  and 
efficient.  It  would,  on  the  contrary,  be  of 'slow  growth.  The  proposal  could  be 
started  on  a  very  modest  scale.  Say  a  factory  is  started  as  a  sample  test  in  a 
given  field  ;  if  it  met  with  success  it  would  lead  to  the  upbuilding  of  other 
factories  in  the  same  field.  In  this  way  many  locations  would,  in  time,  be 
built  up  and  developed. 

Foreign  Trade  Zones. 

In  substance,  under  the  proposed  plan  the  foreign  trade  markets  of  the  world 
would  be  divided  into  zones,  each  with  one  or  more  manufacturing  centres,  each  of 
which  may  be  designated  as  an  industrial  and  distributing  base  for  the  zone.  Take, 
for  instance,  the  Mediterranean  basin  as  one  of  these  zones.  Draw  a  line  from  Gi- 
braltar to  Syria,  and  let  the  countries  north,  south,  and  east  of  that  line  form  that 
zone  with  Italy  as  its  base.  Similar  zones  could  be  formed  in  other  parts  of  the  world, 
as,  for  instance,  in  the  Scandinavian  countries,  in  Central  America,  in  South  America, 
in  Russia,  etc.,  etc. 

I^et  each  base  in  a  zone  be  placed  on  an  up-to-date  industrial  footing  ;  let  the 
factories -be  provided  with  the  most  effective  modern  machinery  ;  let  each  industry 
be  placed  on  a  sound  financial  basis,  and  above  all,  let  it  be  placed  under  skilled, 
expert  direction. 
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Should  the  proposal  here  suggested  be  proceeded  with  it  is,  of  course,  to  be 
expected  that  England,  too,  would  take  a  hand  in  the  effort.  As  Sir  Samuel  Hoare 
says  "  the  idea  could  be  extended  so*  as  to  include  Great  Britain.  "  Sir  Charles 
Macara,  founder  of  the  International  Federation  of  Master  Cotton  Spinners,  writes 
me  that  he  highly  approver  of  the  proposal  and  is  placing  it  before  the  leading  papers 
of  England  for  the  consideration  01  the  British  public.  In  the  opinion  of  Sir 
Thomas  Elliott  "  the  proposal  is  a  sound  one".  And  Lord  Bryce  in  commenting 
on  it  says :  "  there  can  be  no  doubt  that  there  will  be  a  great  field  for  the  develop- 
ment of  the  Mediterranean  countries  by  British  and  American  capital  "',  and  he 
points  out  that  this  is  equally  true  of  Russia  and  of  Siberia. 

Itaivy/as  a  Base. 

This  proposal  is  not  put  forth  as  a  doctrinaire  thesis  ;  it  is  a  practical  work  now 
under  way  in  Italy.  It  has  been  under  discussion  for  some  time  past  by  a  number 
of  leading  Italians,  including  members  of  the  Italian  Ministry.  It  met  with  general 
favor,  and  a  hearing  was  requested  of  Ambassador  Page  which  was  granted  on  June 
5th.  The  Duke  Colonna  di  Cesaro  then  handed  in  the  following  (which  I  quote 
from  my  article  on  this  subject  in  the  December  issue  is  of  the  "Atlantic 
Monthly"). 

"  Italy     too  young  a  country  and  too  short  of  capital  to  exploit  by  herself  all  her  resources  and  to 
develope  r         tries  and  commerce  on  rational  and  organic  lines. 

"  This        ie  reason  why  she  turned  to  German  capital,  which,  however,  gradually  and  subtly  drew 
into  it  ill  the  country's  economic  life,  cramped  her  industries  and  her  trade  where  they  opposed 

Gern_„u  m^1   sts,  introduced  everywhere  German  technical  men  who  proved  to  be  all  German  agents, 

tr.-"H '       "tical  groups  and  men  so  that  Italy  was  practically  deprived  of  her  free  agency  and  her  life 

paralysed. 

lie  war,  and  even  now  during  the  war ,  events  have  shown  the  international  force  which  ani- 
nts  tied  to  German  interests  ". 

The  Ambassador  seemed  favorably  impressed  with  the  proposal.  As  a  result 
of  this  hearing  it  was  decided  to  go  ahead  with  it,  and  an  important  step  in  this 
direction  has  been  taken.  On  October  16th  a  meeting  was  calledin  Rome  by  Signor 
Ciuffelli,  Italian  Minister  of  Commerce,  at  his  Ministry,  at  which  leading  Italians 
were  present.  The  plan  we  are  here  considering  was  approved,  and  it  was  decided 
that  an  effort  be  made  to  have  Italy  become  a  base' for  the  industrial  and  com- 
mercial development  of  the  Mediterranean  basin  on  modern  lines,  and  to  ask  the 
aid  of  the  American  people  toward  bringing  this  about. 

A  committee  was  appointed,  with  Ernesto  Nathan,  former  Mayor  of  Rome,  as 
Chairman,  to  take  this  matter  in  hand.  In  response  to  requests  for  adherance  this 
Committee  has  already  received  favorable  replies  from  bodies  representing  leading 
industries,  among  them  the  metallurgical,  the  engineering,  the  silk,  and  the  cotton- 
spinning  industries.  A  meeting  will  shortly  be  called  to  effect  a  permanent  orga- 
nisation for  the  purpose  of  proceeding  on  with  the  work  in  Italy,  when  an  endeavor 
will  be  made  to  interest  the  American  people  in  the  proposal. 

Rome,  November  5th;  1918. 
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